AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§213.279

to such termination as the Commis-
sioner may approve, the Commissioner
may distribute to a mortgagor under a
mortgage that is the obligation of the
Cooperative Management Housing In-
surance Fund a share of the Partici-
pating Reserve Account in such man-
ner and amount as he shall determine
to be equitable and in accordance with
sound actuarial and accounting prac-
tice.

§213.279 Maximum amount of dis-
tributive share.

In no event shall a distributive share
of the Participating Reserve Account
exceed the aggregate paid scheduled
annual premiums of the mortgagor
paid to the year of termination of the
insurance or to the year of payment of
the share, if paid prior to termination.

§213.280 Finality of determination.

The determination of the Commis-
sioner as to the amount to be paid to
any mortgagor from the Cooperative
Management Housing Insurance Fund
shall be final and conclusive.

Subpart C—Individual Properties
Released From Project Mort-
gage; Expiring Program

§213.501 Savings clause.

No new loans are being insured under
the Cooperative Housing Mortgage In-
surance Program for individual prop-
erties released from a project mort-
gage. Any existing insured loans on in-
dividual properties released from a
project mortgage under this program
will continue to be governed by the
regulations on eligibility require-
ments, contract rights and obligations,
and servicing responsibilities in effect
as they existed immediately before De-
cember 26, 1996.

[61 FR 60160, Nov. 26, 1996]

PART 219—FLEXIBLE SUBSIDY PRO-
GRAM FOR TROUBLED
PROJECTS

Sec.
219.1 Program operations.
219.2 Savings provision.

AUTHORITY: 12 U.S.C. 1715z-la; 42 U.S.C.
3535(d).

24 CFR Ch. Il (4-1-05 Edition)

SOURCE: 61 FR 14405, Apr. 1, 1996, unless
otherwise noted.

§219.1 Program operations.

Effective May 1, 1996, the Flexible
Subsidy Program for Troubled Projects
will be governed and operate under the
statutory provisions codified at 12
U.S.C. 1715z-1a, under the administra-
tive policies and procedures contained
in any applicable HUD Handbooks, and
other administrative bulletins and no-
tices as the Department may issue
from time to time.

§219.2 Savings provision.

Part 219, as it existed immediately
before May 1, 1996, (contained in the
April 1, 1995 edition of 24 CFR, parts 200
to 219) will continue to govern the
rights and obligations of housing own-
ers, tenants, and the Department of
Housing and Urban Development with
respect to units and projects assisted
under the Flexible Subsidy Program
for Troubled Projects prior to May 1,
1996. A list of any amendments to this
part published after the CFR revision
date is available from the Office of the
Rules Docket Clerk, Department of
Housing and Urban Development, 451
Seventh Street, SW., Washington, DC
20410.

PART 220—MORTGAGE INSUR-
ANCE AND INSURED IMPROVE-
MENT LOANS FOR URBAN RE-
NEWAL AND CONCENTRATED
DEVELOPMENT AREAS

Subpart A [Reserved]

Subpart B—Contract Rights and
Obligations—Homes

Sec.

220.251 Cross-reference.

220.252 Forbearance of foreclosure and as-
signment of mortgage.

220.2563 Substitute mortgagors.

220.275 Method of paying insurance benefits.

INSURED HOME IMPROVEMENT LOANS

220.350 Cross-reference.

Subpart C—Eligibility Requirements—
Projects

220.501 Eligibility requirements.
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Subpart D—Contract Rights and
Obligations—Projects

PROJECT MORTGAGE INSURANCE

220.751 Cross-reference.

220.753 Forbearance relief.

220.760 Payment of insurance benefits.

220.765 Special insurance benefits—forbear-
ance relief cases.

INSURED PROJECT IMPROVEMENT LOANS

220.800
220.801
220.802

Definitions.

Initial insurance endorsement.

Final insurance endorsement.

220.803 Effect of insurance endorsement.

220.804 Insurance premiums.

220.804a Mortgagee’s late charge.

220.805 Termination of insurance.

220.806 Pro rata refund of insurance pre-
mium.

220.810 Definition of default.

220.811 Date of default.

220.812 Notice of default.

220.813 Commissioner’s right to require ac-
celeration.

220.814 Election of action.

220.820 Maximum claim period.

220.821 Items to be filed on submitting
claim.

220.822 Claim computation; items included.

220.823 Claim computation; items deducted.

220.830 Debenture interest rate.

220.832 Maturity of debentures.

220.834 Registration of debentures.

220.836 Form and amounts of debentures.

220.838 Redemption of debentures.

220.840 Issue date of debentures.

220.842 Cash adjustment.

220.850 Assignment of insured loans.

Subpart E—Servicing Responsibilites—
Homes

220.900 Cross-reference.

AUTHORITY: 12 U.S.C. 1713, 1715b, 1715k; 42
U.S.C. 3535(d).

SOURCE: 36 FR 24573, Dec. 22, 1971, unless
otherwise noted.

Subpart A [Reserved]

Subpart B—Contract Rights and
Obligations—Homes

§220.251 Cross-reference.

(a) All of the provisions of subpart B,
part 203 of this chapter covering mort-
gages insured under section 203 of the
National Housing Act apply to mort-
gages covering 1- to 11-family dwellings
insured under section 220 of the Na-
tional Housing Act, except the fol-
lowing:

§220.252

Sec.
203.258
203.259
203.280
203.281
203.282
est.

203.283

203.340
lief.

203.342 Recasting of mortgage.

203.343 Partial release, addition or substi-
tution of security.

203.350 Assignment of defaulted mortgage—
ingeneral.

203.350a, Assignment of defaulted mortgage.

203.3561 Application for insurance benefits
and fiscal data.

203.3563 Certification by mortgagee.

203.400 Method of payment.

203.402a Reimbursement for uncollected in-
terest.

203.420 Nature of Mutual Mortgage Insur-
ance Fund.

203.421 Allocation of Mutual Mortgage In-
surance Fund income or loss.
203.422 Right and liability under

Mortgage Insurance Fund.

203.423 Distribution of distributive shares

203.424 Maximum amount of distributive
shares.

203.425 Finality of determination.

203.438 Mortgages on Indian land insured
pursuant to section 248 of the National
Housing Act.

203.439 Mortgages on Hawaiian home lands
insured pursuant to section 247 of the Na-
tional Housing Act.

203.439a, Mortgages on property in Allegany
Reservation of Seneca Nation of Indians
authorized by section 203(q) of the Na-
tional Housing Act.

Substitute mortgagors.

Scope.

One-time MIP.

Calculation of one-time MIP.
Mortgagee’s late charge and inter-

Refund of one-time MIP.
Conditions of special forbearance re-

Mutual

(b) For the purposes of this subpart,
all references in part 203 of this chapter
to section 203 of the act shall be con-
strued to refer to section 220 of the act,
and all references to the Mutual Mort-
gage Insurance Fund shall be construed
to refer to the General Insurance Fund.

[36 FR 24573, Dec. 22, 1971, as amended at 42
FR 29304, June 8, 1977; 48 FR 28807, June 23,
1983; 51 FR 21874, June 16, 1986; 52 FR 8069,
Mar. 16, 1987; 52 FR 28470, July 30, 1987; 52 FR
48203, Dec. 21, 1987; 53 FR 9869, Mar. 28, 1988;
55 FR 34808, Aug. 24, 1990]

§220.252 Forbearance of foreclosure
and assignment of mortgage.

All of the provisions of §§203.340
through 203.342, 203.350, 203.352 and
203.3563 of this chapter shall apply to
mortgages insured under this subpart,
except that the provisions relating to
forbearance of foreclosure, recasting of
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§220.253

the mortgage and assignment of a de-
faulted mortgage, shall be applicable
only to a mortgage covering a property
having not more than four dwelling
units.

§220.253 Substitute mortgagors.

(a) Selling mortgagor. The mortgagee
may effect the release of a mortgagor
from personal liability on the mort-
gage note only if it obtains the Com-
missioner’s approval of a substitute
mortgagor, as provided by this section.

(b) Purchasing mortgagor. (1) The
Commissioner may approve a sub-
stitute mortgagor with respect to any
mortgage insured under subpart A of
this part, if the substitute mortgagor
is to occupy the dwelling as a principal
residence or a secondary residence (as
these terms are defined in §220.30(d)).

(2) The Commissioner may approve as
a substitute mortgagor an eligible non-
occupant mortgagor (as defined in
§220.30(d)) with respect to any mort-
gage insured under this part, only if
the outstanding balance of the mort-
gage does not exceed the Commis-
sioner’s estimate of:

(i) The replacement cost of the prop-
erty as of the date the mortgage was
originally accepted for insurance, or
the date the substitute mortgagor is
approved by the Commissioner, which
ever is greater, in the case of a dwell-
ing described in §220.30(a) (1) or (2); or

(ii) The cost of repair or rehabilita-
tion, plus the Commissioner’s estimate
of the replacement cost of the property
as of either the date the mortgage was
originally accepted for insurance, or
the date the substitute mortgagor is
approved by the Commissioner, which-
ever is greater, in the case of a dwell-
ing described in §220.30(a) (3) or (4).

(c) Applicability—current mortgagor.
Paragraph (b) of this section applies to
the Commissioner’s approval of a sub-
stitute mortgagor, only if the mort-
gage executed by the original mort-
gagor met the conditions of §203.258(c)
of this chapter.

(d) Applicability—earlier mortgagor.
The occupancy and similar require-
ments set forth in §203.258(d) of this
chapter apply to mortgages insured
under subpart A of this part.

(e) Mortgagees approved for partici-
pation in the Direct Endorsement pro-

24 CFR Ch. Il (4-1-05 Edition)

gram under §203.3 may, subject to limi-
tations established by the Commis-
sioner, themselves approve an appro-
priate substitute mortgagor under this
section for mortgages which they own
or service, and need not obtain further
specific approval from the Commis-
sioner.

(f) Definition. As used in this section,
the term substitute mortgagor includes:
(1) Persons who, upon the release by a
mortgagee of a previous mortgagor
from personal liability on the mort-
gage note, assume this liability and
agree to pay the mortgage debts; and
(2) persons who purchase without as-
suming liability on the mortgage note,
or purchase where no release is given
by the mortgagee to the previous mort-
gagor.

[66 FR 34808, Aug. 24, 1990, as amended at 57
FR 58351, Dec. 9, 1992]

§220.275 Method of paying insurance
benefits.

If the application for insurance bene-
fits is acceptable to the Commissioner,
all of the insurance claim shall be paid
in cash unless the mortgagee files a
written request with the application
for payment in debentures. If such a re-
quest is made, all of the claim shall be
paid by issuing debentures and by mak-
ing a cash payment adjusting any dif-
ferences between the total amount of
the claim and the amount of the deben-
tures issued.

INSURED HOME IMPROVEMENT LOANS

§220.350 Cross-reference.

(a) All of the provisions of §§203.440
through 203.495 of this chapter covering
insured home improvement loans under
section 203(k) of the Act shall apply to
home improvement loans on one-to-
four family dwellings under section
220(h) of the Act, except as set out in
paragraph (b).

(b) The provisions of §§203.473(a) shall
not be applicable to home improve-
ment loans on one-to-four family
dwellings under section 220(h) of the
Act.

[62 FR 1330, Jan. 13, 1987]
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Subpart C—Eligibility
Requirements—Projects

§220.501 Eligibility requirements.

The requirements set forth in 24 CFR
part 200, subpart A, apply to multi-
family project mortgages insured under
section 220 of the National Housing Act
(12 U.S.C. 1715k), as amended.

[61 FR 14405, Apr. 1, 1996]

Subpart D—Contract Rights and
Obligations—Projects

PROJECT MORTGAGE INSURANCE

§220.751 Cross-reference.

(a) All of the provisions of subpart B,
part 207 of this chapter, covering mort-
gages insured under section 207 of the
National Housing Act, apply with full
force and effect to multifamily project
mortgages insured under section 220 of
the National Housing Act, except the
following provisions:

Sec.
207.259 Insurance benefits.
207.256b Modification of mortgage terms.

(b) For the purposes of the portion of
this subpart, covering multifamily
project mortgages, all references in
part 207 of this chapter to section 207 of
the National Housing Act shall be
deemed to refer to section 220 of the
National Housing Act.

§220.753 Forbearance relief.

(a) In a case where the mortgage is in
default, the mortgagor and the mort-
gagee may enter into a forbearance
agreement for the reduction or suspen-
sion of regular mortgage payments for
a specified period of time, if the fol-
lowing requirements are met:

(1) The mortgage was endorsed for in-
surance on or after July 7, 1961.

(2) The Commissioner determines
that the default was due to cir-
cumstances beyond the mortgagor’s
control and that the mortgage prob-
ably will be restored to good standing
within a reasonable period of time and
evidences such determination by writ-
ten approval of the forbearance agree-
ment.

(b) The time specified in §207.258(a) of
this chapter, within which a mortgagee

§220.765

shall give the Commissioner written
notice of its intention to file an insur-
ance claim, shall be suspended for the
period of time specified in the forbear-
ance agreement as long as the mort-
gagor complies with the requirements
of such agreement.

(c) If the mortgagor fails to meet the
requirements of a forbearance agree-
ment or to cure the default under the
mortgage at the expiration of the for-
bearance period, and such failure con-
tinues for a period of 30 days, the mort-
gagee shall notify the Commissioner of
such failure. Within 45 days thereafter,
unless a modification or extension of
the forbearance agreement has been ap-
proved by the Commissioner, the mort-
gagee shall notify the Commissioner of
its election to file an insurance claim
and of its decision to either assign the
mortgage to the Commissioner or ac-
quire and convey title to the property
to the Commissioner. If the mortgage
is assigned to the Commissioner, the
special insurance benefits prescribed in
§220.765 shall be applicable.

§220.760 Payment of insurance bene-
fits.

All of the provisions of §207.259 of
this chapter relating to insurance ben-
efits apply to multifamily project
mortgages insured under this subpart,
except that all of the insurance claim
shall be paid in cash unless the mort-
gagee files a written request with the
application for payment in debentures.
If such a request is made, all of the
claim shall be paid by issuing deben-
tures and by making a cash payment
adjusting any differences between the
total amount of the claim and the
amount of the debentures issued.

§220.765 Special insurance benefits—
forbearance relief cases.

(a) Upon a failure of the mortgagor
to meet the requirements of a forbear-
ance agreement or to cure the default
under the mortgage at the expiration
of the forbearance period, the mort-
gagee shall be entitled to obtain a spe-
cial insurance payment in cash, in lieu
of the insurance benefits otherwise pro-
vided under this subpart. To receive
the special insurance payment, the
mortgagee shall assign the mortgage to
the Commissioner in compliance with
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the requirements of §207.258(b) of this
chapter.

(b) The special insurance benefits to
the mortgagee shall be a cash payment
computed in accordance with
§207.259(b) of this chapter, except that
in lieu of the allowance for debenture
interest in §207.259(b)(1)(iii) of this
chapter, the payment shall include the
amount of the unpaid accrued mort-
gage interest computed to the date the
assignment of the mortgage to the
Commissioner is filed for record. In ad-
dition, there shall be included in the
cash payment an amount equivalent to
the debenture interest which would
have been earned from the date the
mortgage assignment was filed for
record to the date the payment is
made; except that when the mortgagee
fails to meet any of the applicable re-
quirements of §207.258(b) of this chap-
ter and §220.753(c) within the specified
times and in a manner satisfactory to
the Commissioner (or within such fur-
ther time as the Commissioner may ap-
prove in writing), such debenture inter-
est allowance shall be computed only
to the date on which the particular re-
quired action should have been taken.

INSURED PROJECT IMPROVEMENT LOANS

§220.800 Definitions.

All of the definitions contained in
§220.550 shall apply to §§220.800 et seq.
In addition the following terms shall
have the meaning indicated:

(a) Contract of insurance means the
agreement evidenced by the endorse-
ment of the Commissioner upon the
note given in connection with an in-
sured loan, incorporating by reference
the regulations in §§220.800 et seq. and
the applicable provisions of the Act.

(b) Maturity means the date on which
the loan indebtedness would be extin-
guished if paid in accordance with peri-
odic payments provided for in the loan.

§220.801 Initial
ment.

insurance endorse-

The Commissioner shall indicate his
insurance of the loan by endorsing the
original credit instrument and identi-
fying the section of the Act and the
regulations under which the loan is in-
sured and the date of insurance.

24 CFR Ch. Il (4-1-05 Edition)

§220.802

ment.

When all advances of loan proceeds
have been made, and all the terms and
conditions of the commitment have
been complied with to the satisfaction
of the Commissioner, he shall indicate
on the original credit instrument the
total of advances he has approved for
insurance and again endorse such in-
strument.

Final insurance endorse-

§220.803 Effect of insurance endorse-
ment.

From the date of initial endorse-
ment, the Commissioner and the lender
shall be bound by the provisions of this
subpart to the same extent as if they
had executed a contract including the
provisions of this subpart and the ap-
plicable sections of the Act.

§220.804 Insurance premiums.

(a) First premium. The lender, upon
the initial endorsement of the loan for
insurance, shall pay to the Commis-
sioner a first loan insurance premium
equal to one-half of one percent of the
original face amount of the note.

(b) Second premium; first payment more
than one year following initial endorse-
ment. If the date of the first principal
payment is more than one year fol-
lowing the date of initial insurance en-
dorsement, the lender, upon the anni-
versary of such insurance date, shall
pay a second premium equal to one-
half of one percent of the original face
amount of the loan.

(¢) Third premium. On the date of the
first principal payment, the lender
shall pay a third premium equal to
one-half of one percent of the average
outstanding principal obligation of the
note for the following year which shall
be adjusted so as to accord with such
date and so that the aggregate of the
three premiums shall equal the sum of
(1) one percent of the average out-
standing principal obligation of the
note for the year following the date of
initial insurance endorsement and (2)
one-half of one percent per annum of
the average outstanding principal obli-
gation of the note for the period from
the first anniversary of the date of ini-
tial insurance endorsement to one year
following the date of the first principal
payment.
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(d) Second premium, first payment one
year or less following initial endorsement.
If the date of the first principal pay-
ment is one year, or less than one year
following the date of initial insurance
endorsement, the Ilender upon such
first principal payment date, shall pay
a second premium equal to one-half of
one percent of the average outstanding
principal obligation of the note for the
following year which shall be adjusted
so as to accord with such date and so
that the aggregate of the said two pre-
miums shall equal the sum of (1) one
percent per annum of the average out-
standing principal obligation of the
note for the period from the date of ini-
tial insurance endorsement to the date
of first principal payment and (2) one-
half of one percent of the average out-
standing principal obligation of the
note for the year following the date of
the first principal payment.

(e) Second premium; commitment to in-
sure upon completion. Where the note is
initially and finally endorsed for insur-
ance pursuant to a Commitment to In-
sure Upon Completion, the lender on
the date of the first principal payment
shall pay a second premium equal to
one-half of one percent of the average
outstanding principal obligation of the
note for the year following such first
principal payment date which shall be
adjusted so as to accord with such date
and so that the aggregate of the said
two premiums shall equal the sum of
one-half of one percent per annum of
the average outstanding principal obli-
gation of the note for the period from
the date of the insurance endorsement
to one year following the date of the
first principal payment.

(f) Annual insurance premium. Until
the note is paid in full, or until the
loan is assigned to the Commissioner,
or until the contract of insurance is
otherwise terminated with the consent
of the Commissioner, the lender, on
each anniversary of the date of the
first principal payment shall pay an
annual loan insurance premium equal
to one-half of one percent of the aver-
age outstanding principal obligation of
the loan for the year following the date
on which such premium becomes pay-
able.

(g) Method of premium payment. Pre-
miums shall be payable in cash or in

§220.806

debentures at par plus accrued inter-
est. All premiums are payable in ad-
vance and no refund can be made of
any portion thereof except as herein-
after provided in §§220.800 et seq.

(h) Calculation of premiums. The pre-
miums payable on and after the date of
the first principal payment shall be
calculated in accordance with the am-
ortization provisions without taking
into account delinquent payments or
prepayments.

§220.804a Mortgagee’s late charge.

Mortgage insurance premiums which
are paid to the Commissioner more
than 15 days after the billing date or
due date, whichever is later, shall in-
clude a late charge of 4 percent of the
amount of the payment due, except
that no late charge shall be required
with respect to any case for which HUD
fails to render a proper billing to the
mortgagee.

[43 FR 60154, Dec. 26, 1978]

§220.805 Termination of insurance.

(a) Prepayment in full. The contract of
insurance shall be terminated if the
loan is paid in full prior to its matu-
rity. Notice of the prepayment shall be
given to the Commissioner, on a form
prescribed by the Commissioner, with-
in 30 days from the date of the prepay-
ment. The insurance termination shall
become effective as of the date of the
prepayment.

(b) Voluntary termination. The con-
tract of insurance shall be voluntarily
terminated upon receipt by the Com-
missioner of a written request, on a
form prescribed by the Commissioner,
by the borrower and the lender for such
termination, accompanied by a submis-
sion of the original credit instrument
for cancellation of the insurance en-
dorsement and the remittance of all
sums to which the Commissioner is en-
titled. The termination shall become
effective as of the date these require-
ments are met.

§220.806 Pro rata refund of insurance
premium.

Upon termination of loan insurance
contract by a payment in full or by a
voluntary termination, the Commis-
sioner shall refund to the lender for the
account of the borrower an amount
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equal to the pro rata portion of the
current annual loan insurance pre-
mium theretofore paid which is appli-
cable to the portion of the year subse-
quent to the date of the prepayment or
the effective date of the voluntary ter-
mination of the contract of insurance.

§220.810 Definition of default.

(a) If the borrower fails to make any
payments due under or provided to be
paid by the terms of the note or secu-
rity instrument and such default con-
tinues for a period of 30 days, the note
or security instrument shall be consid-
ered in default for the purposes of
§§220.800 et seq.

(b) The failure to perform any other
covenant under the note or security in-
strument shall be considered a default,
provided the lender because of such de-
fault, has exercised its right under the
note or security instrument and accel-
erated the debt.

(c) If such defaults as defined in para-
graphs (a) and (b) of this section con-
tinue for a period of 30 days, the lender
shall be entitled to receive the benefits
of insurance hereinafter provided.

§220.811 Date of default.

For the purposes of §§220.800 et seq.,
the date of default shall be considered
as:

(a) The date of the first uncorrected
failure to perform a covenant or obli-
gation under the note or security in-
strument; or

(b) The date of the first failure to
make a monthly payment which subse-
quent payments by the borrower are
insufficient to cover when applied to
the overdue monthly payments in the
order in which they became due.

§220.812 Notice of default.

(a) If the default as defined in §220.810
is not cured within the 30 day grace pe-
riod, the lender shall, within 30 days
thereafter, notify the Commissioner in
writing of such default.

(b) The lender shall give notice in
writing to the Commissioner of the
failure of the borrower to comply with
any covenant or obligation under the
security instrument or note regardless
of the fact the lender may not have
elected to accelerate the debt.

24 CFR Ch. Il (4-1-05 Edition)

§220.813 Commissioner’s right to re-
quire acceleration.

Upon receipt of notice of the failure
of the borrower to comply with any
covenant or obligation under the secu-
rity instrument or note, or otherwise
being apprised thereof, the Commis-
sioner reserves the right to require the
lender to accelerate payment of the
outstanding principal balance due in
order to protect the interests of the
Federal Housing Commissioner.

§220.814 Election of action.

Where a real estate mortgage, deed of
trust, conditional sales contract, chat-
tel mortgage, lien, judgment, or any
other security device has been used to
secure the payment of a loan made
under the provisions of this section,
the lender may not, except with the ap-
proval of the Commissioner, both pro-
ceed against such security and also
make claim under its contract of insur-
ance, but shall elect which method it
desires to pursue.

§220.820 Maximum claim period.

Notice of intention to file claim on a
form prescribed by the Commissioner
shall be filed within 45 days after the
lender becomes eligible for the benefits
of the loan insurance, or within such
later time as may be agreed upon by
the Commissioner in writing.

§220.821 Items to be filed on submit-
ting claim.

Within 30 days after the filing of the
notice of intention to file claim, or
within such further period as may be
agreed upon by the Commissioner in
writing, the lender shall file with the
Commissioner:

(a) The fiscal data pertaining to the
loan transaction;

(b) Receipts covering all disburse-
ments as required by the fiscal data
form;

(c) The original note and any secu-
rity instrument or instruments which
shall be assigned to the Commissioner
without recourse or warranty, except
that the lender must warrant that no
act or omission of the lender has im-
paired the validity and priority of such
security instrument or instruments,
that the security instrument or instru-
ments are prior to all mechanics’ and
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materialmen’s liens filed of record sub-
sequent to the recording of such secu-
rity instrument or instruments regard-
less of whether such liens attached
prior to such recording date, and prior
to all liens and encumbrances which
may have attached or defects which
may have arisen subsequent to the re-
cording of such security instrument or
instruments, except such liens or other
matters as may be approved by the
Commissioner, that the amount stated
in the instrument of assignment is ac-
tually due and owing under the secu-
rity instrument or instruments, that
there are no offsets or counter claims
thereto, and that the lender has a good
right to assign such note and security
instrument or instruments;

(d) All hazard insurance policies held
on property serving as security for the
loan, together with a copy of the lend-
er’s notification to the carrier author-
izing the amendment of the loss pay-
able clause substituting the Commis-
sioner as the holder of the security in-
strument;

(e) The assignment to the Commis-
sioner of all rights and interests aris-
ing under the note and security instru-
ment or instruments so in default, and
all claims of the lender against the bor-
rower or others arising out of the loan
transaction;

(f) All policies of title or other insur-
ance or surety bonds, or other guaran-
tees and any and all claims thereunder;
including evidence satisfactory to the
Commissioner that the original title
coverage has been extended to include
the assignment of the note and secu-
rity instrument or instruments to the
Commissioner.

(g) Any property held by the lender
or its agents or to which it is entitled
and, if payment is requested in deben-
tures, any cash held by the lender or
its agents or to which it is entitled, in-
cluding deposits made for the account
of the borrower, and which have not
been applied in reduction of the prin-
cipal of the mortgage indebtedness;

(h) All records, ledger cards, docu-
ments, books, papers and accounts re-
lating to the loan transaction;

(i) Any additional information or
data which the Commissioner may re-
quire.

§220.823

§220.822 Claim computation; items in-
cluded.

(a) Assignment of loan. Upon an ac-
ceptable assignment of the note and se-
curity instrument, the Commissioner
shall pay the claim of the lender in an
amount equal to the unpaid principal
balance of the loan plus:

(1) Any accrued interest due as of the
date of execution of the assignment of
the loan to the Commissioner.

(2) Any advances approved by the
Commissioner made previously by the
lender under the provisions of the note
of security instrument or instruments.

(3) Reimbursement for such reason-
able collection costs, court costs, and
attorney’s fees as may be approved by
the Commissioner.

(4) Reimbursement for premiums
paid on any hazard insurance policies
held on the property.

(5) If payment is made in cash, an
amount equivalent to the debenture in-
terest which would have been earned as
of the date insurance settlement oc-
curs, except that when the lender fails
to meet any one of the applicable re-
quirements of §§220.812, 220.820, and
220.821 within the specified time (or
within such further time as the Com-
missioner may approve in writing), the
debenture interest shall be computed
only to the date to which the par-
ticular action should have been taken
or to which it was extended.

(b) Method of payment. Payment of
claim shall be made in the following
manner:

(1) Payment in cash. Unless a written
request for payment in debentures is
filed with the application, payment
shall be made in cash.

(2) Optional payment in debentures.
Payment shall be made in debentures
upon filing a written request with the
application.

§220.823 Claim computation; items de-
ducted.

If the lender is to receive payment in
cash, there shall be deducted from the
total of the added items in §220.822 the
following:

(a) Any balance of the loan not ad-
vanced to the borrower;

(b) Any cash held by the lender or its
agents or to which it is entitled; in-
cluding deposits made for the account
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§220.830

of the borrower and which have not
been applied in reduction of the prin-
cipal obligation under the note and se-
curity instrument or instruments.

§220.830 Debenture interest rate.

Debentures shall bear interest from
the date of issue, payable semiannually
on the first day of January and the
first day of July of each year at the
rate in effect as of the date the com-
mitment was issued or as of the date
the loan was endorsed for insurance,
whichever rate is higher. The applica-
ble rates of interest will be published
twice each year as a notice in the FED-
ERAL REGISTER.

[47 FR 26125, June 17, 1982]

§220.832 Maturity of debentures.

Debentures shall mature 10 years
from the date of issue.

§220.834 Registration of debentures.

Debentures shall be registered as to
principal and interest.

§220.836 Form and amounts of deben-
tures.

Debentures issued under subpart D of
this part shall be in such form and
amounts; and shall be subject to such
terms and conditions; and shall include
such provisions for redemption, if any,
as may be prescribed by the Secretary,
with the approval of the Secretary of
the Treasury; and may be in book
entry or certificated registered form,
or such other form as the Secretary by
regulation may prescribe.

[59 FR 49816, Sept. 30, 1994]

§220.838 Redemption of debentures.

Debentures shall, at the option of the
Commissioner and with the approval of
the Secretary of the Treasury, be re-
deemable at par plus accrued interest
on any semiannual interest payment
date on three months’ notice of re-
demption given in such manner as the
Commissioner shall prescribe. The de-
benture interest on the debentures
called for redemption shall cease on
the semiannual interest date des-
ignated in the call notice. The Com-
missioner may include with the notice
of redemption an offer to purchase the
debentures at par plus accrued interest

24 CFR Ch. Il (4-1-05 Edition)

at any time during the period between
the notice of redemption and the re-
demption date. If the debentures are
purchased by the Commissioner after
such call and prior to the named re-
demption date, the debenture interest
shall cease on the date of purchase.

§220.840 Issue date of debentures.

The debentures shall be issued as of
the date of the execution of the assign-
ment of the loan to the Commissioner.

§220.842 Cash adjustment.

Any difference of less than $50 be-
tween the amount of debentures to be
issued to the lender and the total
amount of the lender’s claim, as ap-
proved by the Commissioner, may be
adjusted by the issuance of a check in
payment thereof.

[59 FR 49816, Sept. 30, 1994]

§220.850 Assignment of insured loans.

(a) An insured loan may not be trans-
ferred or pledged prior to the full dis-
bursement of the loan, except with the
prior written approval of the Commis-
sioner which approval may be subject
to such conditions and qualifications
as the Commissioner may prescribe.
Subsequent to full disbursement such
loan may be transferred only to a
transferee who is a lender approved by
the Commissioner. Upon such transfer
and the assumption by the transferee
of all obligations under the contract of
insurance the transferor shall be re-
leased from its obligations under the
contract of insurance.

(b) The contract of insurance shall
terminate with respect to loans de-
scribed in paragraph (a) of this section
upon the happening of either of the fol-
lowing events:

(1) The transfer or pledge of the in-
sured loan to any person, firm, or cor-
poration, public or private, other than
an approved lender.

(2) The disposal by a lender of any
partial interest in the insured loan by
means of a declaration of trust or by a
participation or trust certificate or by
any other device, unless with the prior
written approval of the Commissioner,
which approval may be subject to such
conditions and qualifications as the
Commissioner in his discretion may

296



Office of Assistant Secretary for Housing, HUD

prescribe: Provided, That this para-
graph shall not be applicable to any
loan so long as it is held in a common
trust fund maintained by a bank or
trust company exclusively for the col-
lective investment and reinvestment of
moneys contributed thereto by the
bank or trust company in its capacity
as a trustee, executor or administrator;
and in conformity with the rules and
regulations prevailing from time to
time of the Board of Governors of the
Federal Reserve System, pertaining to
the collective investment of trust
funds: Provided further, That this para-
graph shall not be applicable to any
loan so long as it is held in a common
trust estate administered by a bank or
trust company which is subject to the
inspection and supervision of a govern-
mental agency, exclusively for the ben-
efit of other banking institutions
which are subject to the inspection and
supervision of a governmental agency,
and which are authorized by law to ac-
quire beneficial intersts in such com-
mon trust estate, nor to any loan
transferred to such a bank or trust
company as trustee exclusively for the
benefit of outstanding owners of undi-
vided interest in the trust estate,
under the terms of certificates issued
and sold more than three years prior to
said transfer, by a corporation which is
subject to the inspection and super-
vision of a governmental agency.

Subpart E—Servicing
Responsibilities—Homes

§220.900 Cross-reference.

All of the provisions of subpart C,
part 203 of the chapter concerning the
responsibilities of servicers of mort-
gages insured under section 203 of the
National Housing Act apply to mort-
gages covering 1- to 11-family dwellings
insured under section 220 of the Na-
tional Housing Act, except §§203.664
through 203.666.

[62 FR 48203, Dec. 21, 1987, and 53 FR 9869,
Mar. 28, 1988]
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221.761 Forbearance relief.
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ance relief cases.
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AUTHORITY: 12 U.S.C. 1715b, 17151; 42 U.S.C.
3535(d).
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